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TO THE HOUSE COMMITTEE ON CONSUMER PROTECTION AND COMMERCE 

 
TWENTY-EIGHTH LEGISLATURE 

Regular Session of 2015 
 

       Monday, March 16, 2015 
  2:00 p.m. 

 
TESTIMONY ON SENATE BILL NO. 722, S.D. 2 – RELATING TO LONG-TERM 
CARE INSURANCE. 

 

TO THE HONORABLE ANGUS L.K. MCKELVEY, CHAIR, AND MEMBERS OF THE 
COMMITTEE: 
 

My name is Gordon Ito, State Insurance Commissioner, testifying on behalf of 

the Department of Commerce and Consumer Affairs (“Department”).  The Department 

takes no position on this bill but submits the following comment. 

Requiring certified mailing of notices of lapse or termination of long-term care 

policies may result in increased costs to the insurer, which may be passed on to the 

consumer.   

We thank this Committee for the opportunity to present testimony on this matter. 

 









 

 

 

March 16, 2015 

 

Rep. Angus L.K. McKelvey, Chair 

Committee on Consumer Protection and Commerce 

State Senate 

Hawaii State Capitol, Conference Room 325 

415 South Beretania Street 

Honolulu, Hawaii 96813 

 

RE: Senate Bill 722 Relating to Long-Term Care Insurance Lapse Notices & Termination 

 

Via e mail:  capitolhawaii.gov/submittestimony.aspx 

 

Dear Senator McKelvey and Committee Members: 

On behalf of America’s Health Insurance Plans (AHIP), thank you for the opportunity to submit our 

concerns with SB 722 as amended, relating to long-term care insurance premium lapse notification and 

reinstatement.  We write to express our strong concerns with the legislation as set forth below.   

 

AHIP is the national trade association representing the health insurance industry. AHIP's members 

provide health and supplemental benefits to more than 200 million Americans through employer-

sponsored coverage, the individual insurance market, and public programs such as Medicare and 

Medicaid.  

 

SB 722 amends current law by requiring that notice of a lapse of coverage or cancellation to be sent by 

certified mail or commercial delivery service to the policyholder. This requirement places an undue 

administrative burden on the company.  Moreover, delivery of a lapse or cancellation notice (even by 

certified mail or by commercial delivery) does not guarantee that those who receive it will, and act in a 

timely manner.  We fully support current law, which is based upon the NAIC Long-Term Care Insurance 

Model Regulation (NAIC Model) which requires lapse and termination notices be given by first class 

United States mail.  

The NAIC Model reflects a broad consensus regarding the appropriate balance of insurer efforts to notify 

insurers regarding policy lapses and grace periods. We respectfully submit that SB 722 would upset that 

balance. For the reasons stated above, AHIP opposes SB 722.  

 

 

       Sincerely, 

 

 

        

Amanda K. Matthiesen 



 
 
March	  16,	  2015	  
	  
House	  Committee	  on	  Consumer	  Protection	  and	  Commerce	  
Representative	  Angus	  McKelvey,	  Chair	  
	  

Re:	   SB	  722,	  SD2,	  RELATING	  TO	  LONG-‐TERM	  CARE	  INSURANCE	  
	  
Chair	  McKelvey,	  Vice	  Chair	  Woodson,	  and	  members	  of	  the	  committee:	  
	  
AARP	  is	  a	  membership	  organization	  of	  people	  fifty	  and	  over	  with	  nearly	  150,000	  members	  in	  
Hawaii	  alone.	  AARP	  advocates	  for	  issues	  that	  matter	  to	  Hawaii	  families,	  including	  the	  high	  cost	  
of	  long-‐term	  care;	  access	  to	  affordable,	  quality	  health	  care	  for	  all	  generations;	  providing	  the	  
tools	  needed	  to	  save	  for	  retirement;	  and	  serving	  as	  a	  reliable	  information	  source	  on	  issues	  
critical	  to	  people	  over	  the	  age	  of	  fifty.	  
	  
AARP	  Hawaii	  supports	  SB	  722,	  SD	  2,	  Relating	  to	  long-‐term	  care	  insurance.	  We	  support	  the	  
stated	  purpose	  of	  this	  bill,	  which	  is	  to	  help	  Hawaii’s	  kupuna	  prevent	  lapses	  or	  terminations	  for	  
their	  long-‐term	  care	  insurance	  (“LTCI”)	  policies.	  This	  bill	  would	  require	  thirty-‐day	  termination	  
notices	  to	  be	  sent	  by	  certified	  mail	  or	  commercial	  delivery	  service	  instead	  of	  first-‐class	  mail.	  
	  
We	  believe	  that	  state	  governments	  should	  improve	  the	  quality	  of	  LTCI	  by	  enacting	  the	  strongest	  
possible	  consumer	  protection	  standards.	  	  LTCI	  plays	  an	  important	  role	  in	  financing	  long-‐term	  
care	  in	  our	  state,	  and	  individuals	  may	  faithfully	  maintain	  an	  LTCI	  policy	  for	  many	  years	  before	  
an	  unintentional	  lapse	  in	  payment	  occurs.	  	  It	  is	  in	  the	  best	  interests	  of	  both	  the	  state’s	  broader	  
long-‐term	  care	  financing	  system,	  and,	  more	  importantly,	  the	  individuals	  impacted	  to	  establish	  
strong	  consumer	  protections	  for	  cases	  of	  unintentional	  lapse.	  	  	  
	  
We	  believe	  this	  bill	  will	  help	  to	  achieve	  these	  goals.	  
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REGULAR SESSION OF 2015 
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Testimony on S.B. 722 SD 2 

Hearing: March 16, 2015 
 

(RELATING TO LONG-TERM CARE INSURANCE) 
 

Chair McKelvey, Vice Chair Woodson and members of the Committee. My name is 
Peter Fritz.  I am testifying in support of this bill. 

 
This purpose of this bill is to provide proof that a notice of termination for a Long-Term Care 

Insurance Policy (“LTCI”) has been sent to all designated persons by requiring that the notice be 
sent by certified mail or commercial delivery service instead of first-class mail.  This will 
provide proof from an independent party of compliance with Hawaii law. 

 
• To terminate a LTCI policy a notice must be mailed to the insured and any other party 

designed to receive the notice.  §431:10H-209, Hawaii Revised Statutes. 
• If there is a question about whether a notice of termination was mailed to the insured and 

any other party designated to receive the notice, the only proof may be a computer 
printout from the insurance company. 

• Requiring that the notice be sent by certified mail or by a commercial delivery service 
such as UPS or FedEx provides for an independent record of compliance with 
§431:10H-209, HRS.  It provides additional protection for the insurance company, the 
consumer and the insurance division because: 

o For insurance companies, it provides independently verifiable evidence that the 
notice was mailed to all required parties in the form of a tracking number from 
UPS, FedEx or USPS certified mail that can be provided to the consumer as proof 
that requirements of the law were followed by the insurance company. 

o For kupuna and their adult children, the tracking number from a third party is 
proof that the notice of termination was sent to all required parties.  It is more 
substantial proof than a printout from the insurance company’s computer. 

o For the insurance division, proof of compliance, by a record maintained by an 
independent third party, can be given substantial weight as evidence of 
compliance with §431:10H-209 if there is a dispute about whether a notice was 
mailed to all required parties. 

• Convenience for the insurance company.  A trip to the Post Office is not required 
because shipping documents for commercial carrier carriers such as UPS and FedEx can 
be created on a desktop computer and a pick up scheduled at the insurance company’s 
office. 
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• LTCI plays an important role in financing long-term care.  It is in the best interests of 
both the state's broader long-term care financing system, and, more importantly, the 
individuals impacted to establish strong consumer protections for cases of unintentional 
lapse.  State governments should improve the quality of LTCI policies by enacting the 
strongest possible consumer protection standards. 
 

• It is impossible to know how much of a problem inadvertent lapses in coverage have 
been in Hawaii by looking solely at whether complaints have been filed with the 
insurance division.  If a consumer showed an attorney the computer printout provided by 
the insurance company as proof that a notice was mailed, it is likely that the attorney 
would advise the consumer that it would be a difficult action because you can’t question 
a computer.  Accordingly, the kupuna might assume that filing a complaint with the 
insurance division would be a futile act. 
 

I respectfully request your support of this bill which carefully protects the needs of senior 
citizens who, in good faith, are paying very large premiums in relation to their fixed incomes, by 
not allowing the carriers to cancel a policy with just a token routine notice sent via US mail. 

 
Thank you for the opportunity to testify. 

 
Respectfully submitted,  

 
 
 

Peter L. Fritz 
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